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April 18, 1966

The Honorable Russell B. Long
Chairman, Senate Finance Committee
217 New Senate Office Building
Washington, D.C.
Dear Senator Long:
The Institute's committee on federal taxation has
studied H.R. 4665, presently being considered by your com
mittee.
It would amend Section 615 of the present law with
respect to the tax treatment of exploration expenditures in
the case of mining, and add Section 617.
If your committee believes this legislation should
be adopted as a matter of principle, we respectfully urge
you to consider the rather severe restrictions on the incentive
for mining exploration by some taxpayers which H.R. 4665
would Impose in its present form.
The bill would adversely affect companies which had
planned an exploration program on the basis of existing law.
For example: if a company had incurred and deducted some
$200,000 and anticipated the expenditure of another $200,000.
Under H.R. 4665 these additional expenditures of $200,000
would be subject to recapture when the mine or mines reached
the producing stage.
This will directly affect the economics
of the taxpayer's operation which was planned on the basis
of existing law.

The deterrent effect of the legislation's recapture
provisions on incentive for mining exploration will further
manifest itself with respect to the developer of marginal
mineral properties.
The loss of deductions through recapture
will severely restrict the ultimate success of this taxpayer's
marginal operation and therefore discourage his exploration
activities in future marginal situations.
This would tend to
discourage the discovery of natural resources.
For the reasons stated above, we respectfully
recommend that H.R. 4665 be amended as follows:
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1.

That Section 615 of the present law remain
in effect as presently constituted; and

2.

That Section 617 be applied only to the
expenditure in excess of the $100,000 per
year and $400,000 total limitations
presently provided in Section 615.

We believe that the suggested amendments would
enable those taxpayers presently engaged in development ac
tivities to continue the programs which they began in
reliance upon the current provisions of the tax law, and
would assure continued discovery and development of natural
resources.
We would be pleased to provide any amplification
of these remarks which you deem necessary.
Sincerely,

Donald T. Burns, General Chairman,
Committee on Federal Taxation

